April 14, 2004

Ms. Jean A. Webb

Office of the Secretariat

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21 Street, NW

Washington, DC 20581

RE: Revision to Chapters 3 and 4
Submission No. 04-31

Dear Ms. Webb,

Chicago Mercantile Exchange Inc. (*CME” or “Exchange") hereby notifies the

Commission that the Exchange has approved revisions to Chapters 3 and 4 of the Rulebook.

An overview of the most significant changes to Chapters 3 and 4 is set forth below. The

text of the amendments are attached, with additions underscored and deletions overstruck.

Chapter 3 (“Committees”) — The description of various Exchange committees has
been eliminated given that Article Ill of the bylaws identifies the Board level committees.
The quorum provision has also been clarified to state that a chairman is counted for’
gquorum purposes.

Rule 400 (“General Provision”) — In order to more completely identify those individuals
and entities subject to Exchange rules, the definition of “Member” has been revised and
clarified. Specifically it has been made clear that Members, Clearing Members, and their
employees and agents are all treated as Members and hence are deemed to know,
consent to, and be bound by all Exchange rules. Additionally, the rule clarifies that
Members are subject to the continuing jurisdiction of the Exchange with respect to
conduct that occurred while the individual or entity was a Member, regardless of whether
such individual or entity has ceased being a Member.

Rule 402 (“Business Conduct Committee”) and Rule 406 (“Probable Cause
Committee”) — In order to make the disciplinary hearing and settlement process more
efficient, the Business Conduct Committee (“BCC”) panel size has been reduced from
seven to five. Additionally, to further ensure independence and freedom from conflicts of
interest, the non-member participation in both BCC panels and Probable Cause
Committee (“PCC”) panels has been increased. With respect to BCC panels, the panel
will be comprised of three Members and two non-members (changed from the prior five
members and two non-members), and in the case of PCC panels, the panel will be
comprised of four Members and three non-members (changed from the prior five
members and two non-members).

Rule 402.B. (“Hearings”) —Pursuant to revised Rule 410 (“Hearings Before a Hearing
Panel of the Board of Directors”), all hearings conducted at the Board level will be heard
by a panel of the Board and not the Board as a whole.



Rule 408.B. (“Conduct of Hearings — Pre-Hearing Matters”) — The rule now clarifies
that the issuance of charges does not preclude Market Regulation from continuing to
investigate the activity underlying the charges or other potential violations by the
respondent. Additionally, the rule clarifies that the Chairman of the hearing panel has
authority to rule on all procedural and evidentiary matters, except motions seeking to
dismiss any or all of the charges, which will be heard by the panel.

Rule 408.C. (“Settlement Offers”) — The new settlement section specifically sets forth
the process for the handling of both supported and contested settlement offers. The
BCC will review supported settlement offers based on the written filings of the parties.
Procedurally, the parties will be available to answer any questions on an as-needed
basis by the BCC.

Rule 408.D. (“Hearings”) — The revised provision provides for a panel to request
additional information from the parties regarding sanctions (i.e., oral arguments and
postings), but only after the panel has determined that a party is guilty of an offense.

Rule 411 (“Appeal to a Hearing Panel of the Board of Directors”) — The rule has
been changed to include requests for an appeal by the Managing Director of Regulatory
Affairs (“MDRA”) or by a Respondent from decisions rendered by the BCC in instances
where the MDRA or the Respondent believes the decision by the BCC was arbitrary,
capricious, an abuse of the BCC'’s discretion or in excess of its authority or jurisdiction.

Rule 413 (“Summary Access Denial Actions”) — The rule has been redrafted to clarify
the circumstances under which the MDRA may summarily deny a Member access to the
Exchange or its markets as weli as the hearing process with respect to such denials of
access.

Rule 416 (“Conflicts of Interest”) and Rule 417 (“Prohibited Communications”) —
The conflicts of interest rule has been streamlined. Rule 417 is new and seeks to codify
the inappropriateness of ex parte communications between a party and the panel and/or
panel chairman. Under the proposed rule, it is a major offense for a subject, respondent,
or committee panelist to knowingly make or cause to be made an ex parte
communication relevant to the merits of a matter. It also places an affirmative obligation
on a panel member or a party that becomes aware of an ex parte communication to
make any such communication known to all parties.

Rule 442 (“Notification of Significant Events”) — Rule 442 is new and seeks to
require a Member to immediately notify the Exchange if the Member is indicted,
sanctioned or penalized outside of the Exchange in one of several specific manners
(e.g., any felony indictment or conviction, a misdemeanor conviction involving fraud,
suspensions, fines, or expulsions by the CFTC, SEC, and NFA).



The Exchange certifies that these revisions neither violate nor are inconsistent
with any provision of the Commodity Exchange Act or of the rules and regulations
thereunder.

If you have any questions regarding this matter, please call me at (312) 648-
5422.

Sincerely,

/S/ Stephen M. Szarmack
Director and Associate General Counsel

SMS/elm/3833 SUB 04-31.do
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CHAPTER 3
EXCHANGE COMMITTEES

COMMITTEES
300.A. General Provisions

The Board shall establish from time to time Board level committees as defined in
the bylaws and functional committees necessary to conduct the business of the
Exchange.

The duties of the committees are to establish plans for the strategic direction of
the Exchange, develop regulatory policy, conduct investigations_and hearings,
advise and assist the Board and perform the specific duties assigned to them
elsewhere in these fRules. The Board may refer to a committee any matter within
the committee's jurisdiction, and it shall be the duty of the committee to meet,
consider the matter and make a complete report to the Board.

Except-as-provided-belows-tThe Chairman shalmay appoint mMembers and may
appeint-non-members to all non-Board level committees-with-the-approval-ofthe

Beatd; to serve during the Chairman's term of office and until new committees are
appointed and approved. The BeardChairman may at any time remove any
member of a committee, with or without cause, and all vacancies shall be filled as
in the case of an original appointment.

Every committee of the Excharige must have a chairman_or co-chairmen. For
purposes of these Rules, each co-chairman shall have the powers and duties of a
chairman if acting in the capacity of a chairman. The chairman or co-chairmen of
each-committee-may either be-2 members of the Board, if required by the Rules, a
mMembers of the Exchange, or anon-members. The Chairman of the Board may
appoint a-ce-chairman;-vice-chairmaen or-an alternate chairmaen to each
committee. All meetings shall be called upon request of the chairman of the
committee. In the absence of the chairman or a co-chairman, the function of that
office shall be performed by-the-eo-chairman; a vice-chairman; or_an alternate
chairman and may be performed by the Chairman of the Board.

Unless otherwise provided in the Rules, Aa quorum shall consist of a majority of
the voting members of a committee_or a committee panel. The chairman of a
Ccommittee, or another individual acting in the capacity of the chairmean, and
others-acting-in-the-capacity-of-chairman;-may vote only to make or break a tie
vote unless otherwise provided in the Rules. The chairman shall be counted for
guorum purposes and to calculate a majority.

The-minutes-of each-meeting shall- be recorded—Meetings shall be conducted

according to established procedures of the Exchange. In the absence of
established procedures, or in case of dispute, Robert's Rules of Order may be



consulted as a guide. Voting by proxy at committee meetings shall not be
permitted.

No more than one member of a single broker association may serve on an
adjudicatory committee.

300.B. Disqualification from Certain Committees- and Governing
Boards

A mMember is ineligible to serve on the Board of Directors or any Board level
committee; the Clearing House Risk Committee; the Business Conduct
Committee; the Probable Cause Committee; any Pit Committee; the Pit
Supervision Committee and the Arbitration Committee foHowingcommittees-if;;

(1) within the prior three years (or within the prior five years in the case of major
Exchange rule violations), such mMember: (4a) was found by a final decision of
a self-regulatory organization, administrative law judge, court of competent
jurisdiction or the CFTC, to have committed a disciplinary offense (as defined
below); (2b) entered into a settlement agreement where the findings or, if none,
the acts charged included a disciplinary offense; or (3¢) has had his CFTC
registration revoked or suspended or has been convicted of a felony listed in
§8a(2)(D)(i1)-(1v) of the Commodity Exchange Act; or,

(2) such Memberpersen currently is subject to: (4a) an agreement has-agreed-with
the CFTC, SEC or any self-regulatory organization not to apply for registration or
membership; (5b) is-subjeet-te-a trading ban, suspension or expulsion is
suspended-or-expeled-from any self-regulatory organization;; (c) is-serving-any
sentence of probation or owes any portion of a fine imposed pursuant to (1)(a) or
(2b) above; (6d) is-subjeet-te-a denial, suspension or disqualification from service
at any securities industry self-regulatory organization; or (7€) is-subjeette-a
CFTC or SEC registration revocation or suspension:,




300.C. Disciplinary Offenses Defined

"Disciplinary offense” is defined as_a:

(1)  Violation of an Exchange Withrespeet-to-violations-committed-at-the
Exechange;-violations-efall-rules designated by the Exchange as requiring

disqualification from service on the above committees, which list of rules
shall be posted in a public place;

(2) Violation of any other Exchange rule unless such violation: -and
violations-ofall otherrules-execept-these-whieh-(a) deid not involve fraud,
deceit or conversion, (b) deid not result in suspension or expulsion, andor
(c) the committee of jurisdiction specifically makes a finding that the
finding-such-violations-determines-to-invelve is based solely on: (i)
decorum or attire, (ii) financial requirements, or (iii) reporting or
recordkeeping requirements which receive cumulative fines of $5,000 or
less within any calendar year;

(23) Withrespeetto-vViolations of the rules of a-at-ether self-regulatory

organizations;-vielations-ef any such-organization's rules;-except-these
which (a)-de-netinvolve: (a) fraud, deceit or conversion, or (b) de-ret

result i in suspensmn or expul&on—aad—(c—)mel#e—(—ﬁ—deeeﬁm%amre—(—ﬁ)

(34) Violations of the Commodity Exchange Act or CFTC regulations; or

(45) Failure to exercise supervisory responsibility with-respect-to-aets

deseribed-in-(1-through-(3)-abeve-if suehfailure-is-itselfain violation of
the Rrules of the Exchange, the rules of other self-regulatory

organizations, the Commodity Exchange Act or CFTC regulations_with
respect to activities that involved fraud, deceit or conversion.

EachA mMember who serves on any of the committees listed in Rule 300.B.
referenced-in-SeetionB—above-shall inform the Exchange if he or she is currently
ineligible, and shall immediately inform the Exchange if he or she later becomes
ineligible, to serve on such committees under the standards set forth above with

respect to disciplinary offenses.-other-than-vielations-of Exchangerules:

Violation of this rule may be a major offense.













(End Chapter 3)
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401.

CHAPTER 4
ENFORCEMENT OF RULES

GENERAL PROVISIONS

The Board has adopted rules, and from time to time adopts amendments and supplements
to such rules, to assurepromote a free and open market on the Exchange, to
maintainpreper-and-dignified-trading appropriate business conduct and to provide
protection to the public in its-eentaets_ dealings with the Exchange and its mMembers.
The Board has created committees to which it has delegated responsibility for the
investigation, hearing and imposition of penalties for violations of Exchange rules. The
Board has also delegated responsibility for the investigation and imposition of penalties
for violations of Exchange rules to Exchange staff as set forth in the rules. The
delegation of such responsibility and authority shall in no way limit the authority of the
Board with respect to all rule violations.

—For purposes of Chapter 4, the term "mMember" shall mean: 1) be-defined-to-inclade
individual members and clearing members of the Exchange, including retired members
with floor access privileges and individuals and entities described in Rule 106; 2)
associated persons ("APs") and affiliates of clearing members_of the Exchange
(including, but not limited to, related parties of Rule 106.1. firms in regard to their

Exchange related business)s;; _Lempleyees—aaﬂieﬂzed—fepfesema%we&guaranteed

introducing brokers, : : : be
GI:QBE—X—tema-m&l—epefa{efs—Exchange permlt holders mdméaa}s—and any person or
entity that has firms-thathave-been granted cross-exchange trading privileges;; and 4)-and
employees, authorized representatives, contractors,-ef and agents of any of the above
persons or entities, in regard to the Exchange related activities of such employees and

agentssueh-individuals-and firms,-tnless-the context indicates otherwise )

Members are deemed to know, consent to and be bound by all Exchange rules. Former
mMembers shall -be subject to the continuing jurisdiction of the Exchange, including,
without limitation, the application of Rule 432.L.. with respect to any conduct that

occurred while a mMember —Feo-that-end;the Board-hasappeinted-officers-und created

THE MANAGING DIRECTOR OF REGULATORY AFFAIRS



402.

It shall be the duty of the Managing Director of Regulatory Affairs to enforce-the
Exchange rules-of the-Exchange, and te-this-end:-he shall have available to him at all
times the faeilitiesresources of the Brvision-efMarket Regulation Department and such
other Exchange resources as may be necessary to conduct investigations of alleged rule
violations and market conditions:. The Managing Director of Regulatory Affairs shall
have the authority to inspect the books and records of all mMembers;he-may and the
authority to require any mMember to appear before him and produce his_or its books and
records and answer questions regarding alleged violations of theExchange rules-efthe
Exehange._The Managing Director of Regulatory Affairs may also delegate such
authority to staff of the Market Regulation Department.

BUSINESS CONDUCT COMMITTEE

402.A. Jurisdiction and General Provisions

The Business Conduct Committee (“BCC”) shall have: 1) jurisdiction over Members
with respect to matters relating to the-conduct, ef;-and-enfoeree-the-rlesrelating to-trading
practices, sales practices and trading ethics; -e£-2) the authority, pursuant to Rule 402.C.,
to take emergency actions; 3) the authority, pursuant to Rule 402.D., to take actions
against non-members; 4) the authority, pursuant to Rule 413.B., to conduct hearings on
denials of access pursuant to Rule 413.A., and 5) the authority to—enfefee—the—rules

relating—te%he conduct etleleaﬂﬂg—membefs—er—empleyees—etla—eleaaﬂgqaembem

d din R A.‘ d-condy 1 3 ' Orioin

appell-a%&hearm gs on allthese matters over wh1ch it +s—as&tgnedhas _]uI‘lSdlCthn—Bﬂde}'—th}S
Chapter.

The BCCA Business-Conduet-Committee-panel shall act through a eensistPanel
composed of five-members;-a chairman, three Members and two veting-non-members._A

quorum of a Panel shall consist of a majority of the panel, but must include at least one
Member and two non-members.

EachAny pPanel eondueting-that conducts a hearing or proceeding shall inclade-consist
of panelists who possess sufficiently differentdiverse membership-interests so as to

ensure fairness_in accordance with CFTC Regulatlon 1.64. —aﬂd—te—pfevem—speew}




No person shall serve on the BCCBusiness-Conduct-Committee unless and-until-he has
agreed in writing that pledged-te-the Exchange-that during-the-period-of such-serviee-he
will not publish, divulge, or make known in any manner, any facts or information
regarding the business of any person or any other information which may come to his
attention in his official capacity as a member of the BCCBusiness-Conduect-Committee,
except when reporting to the Board or to a committee concerned with such information or
to the Legal Department or Market Regulation Department, when requested by the CFTC
or other governmental agency or when compelled ealled-upen-to testify in any judicial or
administrative proceeding. Violation of the-pledgethis agreement shall be a major
offense.

All information and documents provided to the BCC and all deliberations and documents
related thereto shall be treated as non-public and confidential and shall not be disclosed,
except as necessary to further an Exchange investigation or as required by law.

402.B. Hearings

Hearings by the BCC shall be before a Panel, and shall be conducted by a chairman of the
BCC in accordance with the provisions of Rule 408.

If a Member is found guilty. by a majority vote, the Panel may do one or more of the
following:

1. Order the Member to cease and desist from the conduct found to be in violation of
the rules:
2. Order the Clearing Member to liquidate such portion of the open contracts in the

Clearing Member’s proprietary or customers’ accounts, or both, as the Panel
deems appropriate to ensure the integrity of the Exchange contracts or to ensure
an orderly and liquid market:

3. Order the Clearing Member or its customer to deposit such additional
performance bonds with the Exchange as the Panel deems appropriate to protect
the integrity of open contracts;

4. Restrict the privilege of being affiliated with, or having an interest in, a broker
association or guaranteed introducing broker and/or suspend the trading floor
access and/or the right to associate with a Member:

5. Suspend the Member’s ability to enter orders for any account into the GLOBEX
platform or to supervise the entry of orders into the GLOBEX platform by others:

6. Impose a period of probation upon the Member;

7. Suspend any or all of the privileges of membership;




8. Expel the Member;

9. Restrict the Member’s access to any or all Exchange-traded products:

10. Impose a fine upon the Member not to exceed $1,000,000 per violation plus the
amount of any benefit received as a result of the violation;

11. Prescribe limitations on positions of the Member as may be appropriate;

12. Impose advertising restrictions upon the Member pursuant to these rules; and/or

13. Direct the Member to make festitution, in such amount as is warranted by the

evidence, to the account of the customer damaged by the conduct, or to the
Clearing Member who has previously made restitution to the account of the
customer.

The Panel may also find that the evidence warrants an adjustment to the account of a

customer where a Member, though not in violation of an Exchange rule, has not fulfilled

his or its responsibility for proper execution of a customer order.

If the Panel shall decide by a majority vote that the matter might warrant a penalty in

excess of its own authority, the chairman of the Panel shall refer the matter to the Board

for further hearings and decision.

402.C.

Emergency Actions

The BCC is authorized to determine whether an emergency exists and whether

emergency action is warranted. The following events and/or conditions may

constitute emergencies:

a. Any actual, attempted. or threatened market manipulation;

b. Any actual, attempted, or threatened corner, squeeze, congestion, or undue

concentration of positions:

C. Any action taken by the United States or any foreign government or any

state or local government body, any other contract market, board of trade,
or any other exchange or trade association (foreign or domestic), which
may have a direct impact on trading on the Exchange:

d. The actual or threatened bankruptcy or insolvency of any Member or the

mmposition of any injunction or other restraint by any government agency,
self regulatory organization, court or arbitrator upon a Member which may
affect the ability of that Member to perform on its contracts;




Anv circumstance in which it appears that a Member or any other person

or entity has failed to perform contracts or is in such financial or
operational condition or is conducting business in such a manner that such
person or entity cannot be permitted to continue in business without
jeopardizing the safety of customer funds, Members, or the Exchange:
and/or

Any other unforeseeable or adverse circumstance with respect to which it

is not practicable for the Exchange to submit, in a timely fashion, a rule to
the CFTC for prior review under the Commodity Exchange Act.

In the event that the BCC determines, in the good faith exercise of its sole

discretion, that an emergency exists, it may take any of the following emergency

actions or any other action that may be appropriate to respond to the emergency:

Terminate trading:

Limit trading to liquidation of contracts only;

Impose or modify position limits and/or order liquidation of all or a

portion of a Member’s proprietary and/or customers’ accounts;

Order liguidation of positions as to which the holder is unable or unwilling

to make or take delivery;

Confine trading to a specific price range:

Modify price limits;

Modify the trading days or hours:

Modify conditions of delivery;

Establish the settlement price at which contracts are to be liquidated:

and/or

Require additional performance bond to be deposited with the Clearing

House.

All actions taken pursuant to this subsection shall be by a majority vote of the Panel

members present. A Member directly affected by the action taken shall be notified in

writing of such action. As soon as practicable, the Board and the CFTC shall be notified

of the emergency action in accordance with CFTC regulations. Any action taken

pursuant to this subsection may not extend beyond the duration of the emergency, and

shall not continue beyvond 30 days following the imposition of the action without express

CFTC authorization. In no event shall action taken pursuant to this Rule remain in effect




403.

for more than 90 days following its imposition. Nothing in this section shall in any way
limit the authority of the Board, other committees, or other appropriate officials to act in
an emergency situation as defined by these rules.

402.D. Actions against Non-Members

If the BCC has reason to believe or suspect that any non-member is conducting trading
activities in violation of the Commodity Exchange Act or Exchange rules or in a manner
that threatens the integrity or liquidity of any contract, the committee may request such
non-member and require any Members to appear, produce documents and testify at a
Market Regulation Department interview or investigation, or hearing to be conducted by
the BCC.

If, after hearing, the BCC determines that the actions of such non-member threaten the
integrity or liquidity of any contract or threaten to violate or violate the Commodity
Exchange Act or Exchange rules, the BCC may:

1. Order any Clearing Member to liquidate all or any portion of such non-member’s
position;

2. Order that no Clearing Member accept new positions on behalf of any such non-
member;

3. Deny or terminate access to the GLOBEX platform of such non-member; and/or

4. Order such action as is necessary to prevent a threat to the contract or violation of

the Commodity Exchange Act or Exchange rules.

CLEARING HOUSE RISK COMMITTEE



403.A. Jurisdiction and General Provisions

The Clearing House Risk Committee (or any subcommittee thereof) (collectively,
“CHRC(C”), shall-have-sele-diseretion-in determineing whether an applicant satisfies the
qualifications ef-an-applieant-for status as a eClearing Mmember;. The CHRC decision
shall be subject to appeal to the Board by an applicant. #The CHRC may adopt
regulations regarding qualifications for admission to membership in the Clearing House,
which regulations, when approved by the Board, shall have the same foree-and-effect as
rules of the Exchange. In-the-firstinstanee;-#The CHRC shall act upon applications effor
clearing membership and applications for assignment of membership-and-Class A Shares
trading rights and relatedand Class B Shares for clearing purposes. Applications for
clearing membership and for assignment of membership-and-Class A Shares, trading
rights and relatedand Class B Shares for clearing purposes, when approved by the
CHRCClearing House-Committee, shall be effective and thereafter ratifiedbe-submitted
te by the Board-ferfinal-action.

The CHRCClearing House Risk-Committee shall consistof-five-membersahave at least
two co--chairmaen, who shall be members of the Board and at least %hfeeseven additional
individuals. five who ¥

eeﬂm&mee—eﬁhef—membefés}ﬂr—ﬂen—membef(-s)—shall be eClearmg mMember

representatives.

The CHRC.Clearing House Risk-Committee may conduct investigations, issue charges
and conduct hearings on its own initiative or by referral from Exchange staff, the
Clearing Division;-the Division-of Market-Regulation-or- the PCCrobable-Cause
Committee, or the BCC-on-these-matters-overwhichitis-assignedjurisdiction-under-this
chapter.

The CHRCClearing House Risk-Committee may impose positions limits on Celearing

Mmembers based on their regulatory capital-assets and such other criteria as it may deem

appropriate.—¥t-shall-also-have-emergency-powerpursuant-to- Rule-4H2.B-
No person shall serve on the CHRC@leaﬁﬂg—Heuse—RﬁleGemm}&ee unless—aﬂd—uﬂm he

has agreed in writing that pledg ¥

he will not publish, divulge, or make known in any manner, any facts or 1nf0rmat10n
regarding the business of any person or entity or any other information which may come
to his attention in his official capacity as a member of the CHR CClearing-House Risk
Ceommittee, except when reporting to the Board or to a committee concerned with such
information;_ or_to the Legal Department, Audit Department or Market Regulation
Department, when requested by the CFTC or other governmental agency or when
compelledealled-upen to testify in any judicial or administrative proceeding. Violation of

this agreementthe-pledge shall be a major offense.

All information and documents provided to the CHRC and all deliberations and
documents related thereto shall be treated as non-public and confidential and shall not be
disclosed, except as necessary to further an Exchange investigation or as required by law.




The CHRCClearing House Risk-Committee shall have jurisdiction to enforce the-rules

pertaining to the following:

al. fFinancial integrity of Celearing Mmembers; and

b2. bBusiness conduct of and compliance with Exchange rules and-regulations-by
Celearing Mmembers and by any Exchange-Mmember who is an officer or a
principal or who has assigned his membership on behalf of a Celearing
Mmember, in connection with such Celearing Mmember's activities, except
insofar as jurisdiction over matters relating to conduct, trading practices, sales
practices and trading ethics of Members, and market manipulations and-eerners-is
within the purview ofassigred-te the BCCusiness-Conduet-Committee.

403.B. Settlement Offers

A respondent that is the subject of an investigation or charges may submit for
consideration by the CHRC a written offer of settlement in disposition of such
investigation or charges. A respondent may submit a settlement offer without admitting
or denying the rule violations upon which the penalty is based; provided, however, that
an offer must include a consent to entry of findings by the CHRC regarding the conduct
and rule violations at issue and to the penalty to be imposed.

If the Audit Department does not oppose the respondent’s offer of settlement, the
respondent’s written offer of settlement and the Audit Department’s supporting statement
shall be submitted to the CHRC for consideration.

If the Audit Department opposes an offer of settlement, the Respondent’s written offer
and the Audit Department’s written opposition shall be submitted to the CHRC. The
CHRC'’s consideration of the offer of settlement shall be based upon the written offer and
opposition filings, as well as the evidence presented to the CHRC in determining to issue

the charges.

The respondent may withdraw his offer at any time prior to final acceptance of the offer
by the CHRC. If the CHRC accepts the offer, a written decision setting forth the
CHRC'’s findings and sanction shall be issued, and written notice of the decision shall be
given to the respondent.

If the CHRC rejects the offer, the respondent will be notified of the rejection and the
offer will be deemed withdrawn. If an offer is withdrawn or rejected by the CHRC, the
respondent shall not be deemed to have made any admissions by reason of the offer and
shall not otherwise be prejudiced by having submitted the offer. The CHRC chairman
may decline to convene the CHRC to consider a settlement offer.

In submitting a settlement offer, the respondent waives his right to a hearing and to
appeal the CHRC’s decision if the offer is accepted: the respondent also waives any claim
of bias or prejudgment on the part of the CHRC. If a respondent submits an offer within




14 days of a scheduled hearing on the charges, or after the hearing has begun, the offer
shall not stay the hearing unless otherwise determined by the Chairman of the CHRC.

403.C. Hearings

Hearings before the CHRC shall be fair. No member of the CHRC may serve if he has a
personal, financial or other direct interest in the matter under investigation. The Audit
Department shall be a party to the hearing and shall present evidence on the charges. The
Audit Department and the members of the CHRC may question any witness and examine
all the evidence. The respondent shall be entitled to appear personally at the hearing and
to be represented by legal counsel or a Member of the Exchange, other than a member of
the investigation or hearing committee, a member of the PCC, a member of the Board or
an employee of the Exchange. The respondent may also testify, produce evidence, call
witnesses on his own behalf and cross-examine any witness. The Audit Department

bears the burden of establishing the basis for a finding of guilt on any charge by a
preponderance of the evidence. Formal rules of evidence shall not apply.

All testimony and documents produced in connection with a disciplinary hearing shall be
deemed non-public and confidential and shall not be disclosed except in connection with
proceedings resulting from that hearing or as required by law. An audiotape or other
substantially verbatim record of the hearing shall be made and become part of the record
of the proceeding. If a respondent requests a transcript, he shall be solely responsible for
the cost of producing the transcript. A majority vote of the CHRC is required for a
finding of guilt. A respondent that is found not guilty shall not again be charged with or
tried for the same underlying conduct. In the event of a finding of guilt, the CHRC may
request additional information or argument from the parties as to the appropriate nature
and amount of a sanction prior to determining such sanction. In the absence of
exceptional circumstances, as determined by the CHRC chairman, such argument shall
proceed immediately upon the conclusion of the evidence and determination of the
committee.

The CHRC shall decide by a majority vote whether the Member is guilty of the alleged
violation. If the Member is found guilty or is found to be in a financial condition which
jeopardizes or may jeopardize the integrity of the Exchange, the panel may. by a majority
vote:

1. Order the Member to cease and desist from the conduct found to be in violation of
the rules or contrary to the best interests of the Exchange;

2. Order the Clearing Member or its customers to deposit such additional
performance bond with the Clearing House as deemed appropriate to protect the
integrity of open contracts;

3. Prescribe such additional capital requirements as it deems appropriate;

4. Prescribe such position limitations as it deems appropriate;




5. Impose a fine against the Member. not to exceed $1.000.000 per violation plus the
monetary value of any benefit received as a result of the violation; and/or

6. Suspend a Clearing Member if it finds that the financial condition of such
Clearing Member jeopardizes or may jeopardize the integrity of the Exchange,
subject to approval of any two of the following: the President, the Managing
Director and President of the Clearing House, the Chairman of the Board, or the
Chairman of the CHRC.

If the CHRC shall decide by a majority vote that the matter might warrant a penalty in
excess of its own authority, the chairman of the CHRC shall refer the matter to a hearing
panel of the Board for further hearings and decision.

403.D. Decisions

Promptly following a hearing, the respondent shall be issued a written decision of the
CHRC’s findings, which shall include: the notice of charges (or a summary thereof):; the
answer to the charges, if any. (or a summary thereof); a brief summary of the evidence
produced at the hearing (or, where appropriate, incorporation by reference of the
investigation report); a statement of findings and conclusions with respect to each charge,
including the specific rules which the respondent is found to have violated; a declaration
of any penalty imposed and the effective dates of such penalty; and the availability, if
any, of an appeal of the decision within the Exchange or to the Commodity Futures
Trading Commission.

403.E. Emergency Actions

1. The CHRC is authorized to determine whether an emergency exists and whether
emergency action is warranted. The following events and/or conditions may
constitute emergencies:

a. Any circumstances which may materially affect the performance of
contracts traded on the Exchange, including failure of the payment system;

b. Any action taken by the United States or any foreign government or any
state or local government body, any other contract market. board of trade,
or any other exchange or trade association (foreign or domestic), which
may have a direct impact on trading on the Exchange:

C. The actual or threatened bankruptcy or insolvency of any Member or the
imposition of any injunction or other restraint by any government agency,
court or arbitrator upon a Member of the Exchange which may affect the
ability of that Member to perform on its contracts;

d. Any circumstance in which it appears that a Member or any other person
or entity has failed to perform contracts, is insolvent, or is in such




financial or operational condition or is conducting business in such a
manner that such person or entity cannot be permitted to continue in

business without jeopardizing the safety of customer funds, Members,
and/or the Exchange; and/or

€. Any other unforeseeable or adverse circumstances with respect to which it
is not practicable for the Exchange to submit, in a timely fashion, a rule to
the CFTC for prior review under the Commodity Exchange Act.

2. In the event that the CHRC determines, in the good faith exercise of its sole
discretion, that an emergency exists, it may take any of the following emergency
actions or any other action that may be appropriate to respond to the emergency:

a. Order the Clearing Member or his customer to deposit such additional
performance bond with the Clearing House as deemed appropriate to
protect the integrity of open contracts;

b. Prescribe such additional capital requirements as it deems appropriate;

C. Prescribe such position limitations as it deems appropriate;

d. Order special or advance performance bond or funds to be deposited with
the Clearing House from Members or from longs, shorts or both: and/or

e. Order such performance bond changes as it deems appropriate.

All actions taken pursuant to this subsection shall be by majority vote of the committee
members present. A Member affected by the action taken shall be notified in writing of
such action. As soon as practicable, the Board and the CFTC shall be promptly notified
of the emergency action in accordance with CFTC regulations. Any action taken
pursuant to this subsection may not extend beyond the duration of the emergency, and
shall not continue beyond 30 days following the imposition of the action without express
CFTC authorization. In no event shall action taken pursuant to this Rule remain in effect
for more than 90 days following its imposition. Nothing in this section shall in any way
limit the authority of the Board, other committees, or other appropriate officials to act in
an emergency situation as defined by these rules.

403.F. Appeal of Administrative Fines

Appeals of administrative fines in excess of $25.000, imposed pursuant to Rule 852, shall
be heard by a panel comprised of a co-chairman and three members of the CHRC. The
panel’s decision shall be final. The appellant shall be advised of its right to appear at the
hearing and of its right to be represented by legal counsel or a member of the Exchange,
other than a member of the CHRC, a member of the Board or an emplovee of the
Exchange. The appellant may present evidence in support of its appeal. The panel shall




not set aside, modify or amend the decision appealed from unless the panel determines by
a majority vote that the decision was:

1. Arbitrary, capricious, or an abuse of Exchange staff’s discretion; or

2. In excess of Exchange staff’s authority or jurisdiction.

404.— [RESERVED]}
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PIT COMMITTEE

The Pit Committee shall have the authority tojurisdiction-over-all-pitinfractions—shall: 1)

supervise opening and closing ranges in accordance with Rule 546;; 2) shall-oversee and
enforce changes in prices eceurring-pursuanttoin accordance with Rule 528;; 3) shall
resolve pit space disputes; and-4) shall-have-avthorityand-diseretion-to-remove
unauthorized persons from unwarrantedly-remaining-in-the pit; S) —The-committee-shall
resolve, by immediate action, all grievances arising from price infractions pursuant to
Rule 514 during pit trading; and 6)—In-addition;-the-Pit Committee-shall havejurisdiction
te conduct summary proceedings for alleged violations of, and assess penalties in
accordance with Rule 514;"FradingInfractions"; provided, however, that with respect to
alleged egregious violations of Rules 514.A.6.-9., the charges shall be heard by a panel of
the Pit Supervision Committee. The procedures contained in Rule 44509 shall govern the
summary proceedings.

To the extent required by Rule 813.D., Pit Committee members shall use their experience
and reasonable efforts in the creation of settlement prices and agree to assign and transfer
to the Exchange any and all right, title and interest in and to the settlement prices,
including, but not limited to, all copyrights in the settlement prices.

A Pit Committee member shall not exercise his authority if he or any person, firm, or
broker association with which he is affiliateda-member-of his-brokerasseeiatien has a
personal, financial, or other direct-persenal interest in the matter under consideration. A
Pit Committee member shall be deemed to have a financial interest if the decision wilis
likely to have an immediate financial eensequeneesimpact on a transaction for his
account or an account in which he has an interest or if the decision is likely to impact on
liability for filling an order for which he or a person with whom he has a financial or

business relationshipfinaneially-related-persen was responsible.

PIT SUPERVISION COMMITTEE

The Pit Supervision Committee shall have-supervisoryresponsibility foractions-taken by
the Pit- Committee—It-shall-be responsible for resolving pit space disputes that are not

resolved by the Pit Committee. The committee shall conduct summary proceedings for

alleged egregious violations of Rules 514.A.6.-9. eﬂ#b;ee—t—he—mle&ﬁgafdl—ﬂgﬁadﬁg
infractions-and-decorum-offenses and shall resolve all grievances arising from price

infractions during pit trading when required by Exchange Rules. The Pit Supervision
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Committee shall have jurisdiction to conduct appeal-hearings-and-summary proceedings
for violations of, and assess penalties in accordance with, Exchange rRules. The
procedures contained in Rule 44509 shall govern summary proceedings.

PROBABLE CAUSE COMMITTEE

The Probable Cause Committee (“PCC”) shall receive and review investigation reports
from the Division-of Market Regulation Department. }#The PCC shall act through a
Panel comprised of a chairman, four Members and three non-members. A quorum of a
Panel shall consist of a majority of the Panel, but must include at least one Member and
two non-members.

Each Panel that conducts a hearing or proceeding shall consist of panelists who possess
sufficiently diverse interests so as to ensure fairness in accordance with CFTC Regulation
1.64

The PCC shall determine, by the majority vote of the Panel members present, whether
there is a reasonable basis to charge a rule violation. The PCC-and shall be-responsible
for-the-prepareation and issucanee-of charges which shall be referred for hearing to the
appropriate committee as provided in—Fhe-mattershall- be-set-forhearing before-the
appropriate-committee-in-accordanee-with this Chapter 4.

The Managing Director of Regulatory Affairs may appeal to the Board any refusal by the

PCC to issue charges or to 1ssue those charges requested by the Market Regulatron

Department.sha : ’
the—ProbablerseGemmﬁtee— If such an aopeal is requested the Board shall conduct a

de novo hearing on the matter in accordance with the procedures in Rule 410.

No person shall serve on the PCCPrebable-Cause-Committee unless and-until-he has-first
agreed in writingpledged-to-the-Exchange that duringthe period-ofsuch-service-he will

not publish, divulge or make known in any manner, any facts or information regarding
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the business of any person or entity or any other information which may come to his
attention in his official capacity as a member of the PCCProbable-Cause- Committee,
except when reporting to the Board or to a committee concerned with such information or
to the Legal Department or Market Regulation Department, when requested by the CFTC
or other governmental agency or when compelledealledupen to testify in any judicial or
administrative proceeding. Violation of this agreementthe-pledge shall be a major
offense.

All information and documents provided to the PCC and all deliberations and documents
related thereto shall be treated as non-public and confidential and shall not be disclosed,
except as necessary to further an Exchange investigation or as required by law.

BPVESHGATIVE & HEARING PROCEDURES

INITTAL INVESTIGATION;AND ASSIGNMENT FOR HEARING AND
NOTICE OF CHARGES

The Bivision-of Market Regulation Department shall investigate alleged rule violations.
The DivisienMarket Regulation Department shall endeavor to complete investigations

within four months.—Fhe-Pivisienshallrepert-theresults-of its-investigationsto-the
Managing Director-of Regulatory-Affairs: Investigations and all information and

documents obtained during the course of an investigation shall be treated as non-public
and confidential and shall not be disclosed, except as necessary to further an Exchange
investigation or as required by law. The Market Regulation Department may tape record
interviews conducted pursuant to an Exchange investigation.

Upon conclusion of an investigation, the Market Regulation Department may issue a
warning letter to the Member under investigation. Such letter shall not constitute either
the finding of a rule violation or a penalty.

If the B+viston-efMarket Regulation Department has reasonable cause to believe an
offense has occurred which shouldmay-best be dealt with by a panel of the BCC or a
Hearing Panel of the Board of Directors, (collectively, “Panel”) aninvestigative-and

hearing-committee-of the Exchange;heit shall transmit to the Chairman of the
PCCrebable-Cause-Committee the investigation reportprepared-by-the Division-of Market

Regulation._In addition to the investigation report, the Market Regulation Department

may provide to the PCC a summary of the investigation and its conclusions and a
recommendation that the file be closed, that a warning letter be issued, or that charges be

1ssued and referred toa Panel for drsposmon —lﬁ%here—*s—preb&ble—eause%e—beheve—tﬂha{




4087.A. Investigation Report

The investigation report shall include the reason for initiating the investigation;-a

summaﬁr—etltheeemplamt—ﬁlaay—au and facts relevant to the matter—aﬂd—the—Bw-rsren—s

that—t-he—m&tter—befefeffed—te—a—eemmrttee The 1nvest1,qat10n report shall become part of
the investigation file.

4087.B. Committee Review of Investigation Report

A panel of the PCCThe-Committee (“PCC Panel”) shall endeavor to review an
investigation report aceepted-as-completed-and;-within 30 days of receipt of thea report;
the PCC Panel deems to be complete. The PCC Panel shall take one of the following
actions: If the PCC Panel determines that disciplinary action is unwarranted it shall
direct that no further action be taken or that a warning letter be issued. If the PCC Panel
determines that-whether a reasonable basis exists for finding that a violation of an
Exchange rule may have occurred which may warrant disciplinary action, it shall issue

appropriate the-issuanee-efcharges based-upon-a-vielation-ef the rules-of the
E*ehange nd designate which mvestlgatrve and hearmg commrttee shall con51der the

Bmsreﬂ—ef—Market Regulatron Departmen shall give notice of the charges to the
Member charged and to the appropriate hearingaetifi-the committee chairman-efthe
committee-hearingthe-matter-of the-determination and furnish each with a copy of
transmit-to-that-chairman-the investigative report_excluding the Market Regulation
Department’s conclusions and recommendations-and-netice-ef charges—The-chairman
shall-set-the-matter for-hearing.

The PCCrebable-Cause-Committee shall have the power to compel any mMember;
clearing-member-or-member's-employee to appear before it and to produce all books and

records relevant to the subject matter under investigation. No mMember shall have the
right to appear before the PCCrobable-Cause-Committee.




The decisi - tho Committes shall b - .

All determinations made by the Probable-Cause-CommitteePCC Panel shall be in writing,
including the reasons thereforef, all-efwhich shall become part of the investigation file.
The investigation file shall then be closed unless the PCC PanelCemmittee has
determined that charges should be issued.

4087.C. Notice of Charges; Opportunity for Hearing

The notice of charges shall set forth the alleged misconduct and indieate-the rule(s) the

respondent-is-alleged to have been violated,-by-his-conduet; by desecribingsuch-conduct
and shall advise the respondent—h-m—etlthe—eppem;:mty—te—submﬁ regarding the
submlssmn ofa responswe aB-answer to eachthe charge—m—w&tmg—wqthm—l—@—éays—ef

wi 1n accordance
with Rule 407. D Further the notice shall adv1se the respondent of the committee before
which the matter will be heard and of the time and place for the hearing, if known. The

respondent He-shall also be advised of his right to appear personally at the hearing and of
his right to be represented by legal counsel or a member of the Exchange, other
thaneeunsel-or-otherrepresentative;other-than a member of the investigation or hearing
committee, a member of the PCCProbable-Cause-Committee, a member of the Board or
an employeeeffieial of the Exchange. A respondent may waive his right to a hearing
within 10 days of receipt of the notice of charges.

A respondent who elects to waive his right to a hearing will be notified, within three days
of the Panel’s decision, of the findings of the committee and the penalties, if any, to be
imposed and their effective date. Where a penalty is to be imposed without a hearing, the
respondent will be advised of his right to request, within 10 days of receipt of the

decision, a hearing before the Panel on the penalty. A-respondent-whe-elects-to-waive his

an—adm%en—e%éenmi—eﬁaﬂ%eﬁﬂa&eharge&eemwwé—m—the—ne&eeﬂe respondent shall

have 21 days after notice to submit a written answer to the charges. Upon a showing of
good cause, the Panel chairman may extend the period of time in which the respondent is
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required to submit his answer. The answer must state that the respondent admits, denies,
or lacks sufficient knowledge to admit or deny each charge. A statement of lack of
sufficient knowledge shall be deemed a denial. Any charge not denied in whole or in part
shall be deemed admitted, and the failure to file a timely answer may be deemed an
admission to the charges. If all the charges are admitted-in-the-answer, the respondent
shall be deemed to waive his right to a hearing on the charges and the PanelCommittee
willshall find that the violations alleged in the notice have been committed. The
CommitteePanel will determine the penalty, if any, to be imposed at a hearing, due notice
of which will be provided to the respondent. The respondent shall be advised of his right
to appear personally at the penalty hearing and advised of his right to be represented by
legal counsel or another member of the Exchange, other than a member of the
investigation or hearing committee, a member of the PCC, a member of the Board or an

employee of the Exchange thennotify-the-respondentin-writing-of the-penalty-to-be

Following-the-filing-oflf an answer which-contains both an admission to one or more
charges and a denial of one or more charges, the Paneleemmittee will consider the

penalties which may te-be imposed for the admitted upen-admissionste-charges at the
same time_as the chargesmatters denied by the respondent are considered.

CONDUCT OF HEARINGS

408.A. General

All disciplinary proceedingshearings conducted before a panel of the BCC or before a
hearing panel of the Board of Directors (collectively, “Panel”) etherthan-summary
hearings-and Probable-Cause-reviews-shall be conducted in accordance with the
fo]lowmg procedures —Pﬁer—%e&e%eaﬂng—WH&en—neﬁee-must—be—seﬁt—%eﬂae—membef

member of the Panel@emmr%tee may serve en—t-he—pameular—-heaﬂﬂg—bedylf he has a

personal,-er financial or other direct interest in the matter under consideration or is a
member of the same broker association as-defined-inRule-515-as the respondent. The
respondent shall have the right to appear personally at the hearing and to be represented

by legal counsel or a member of the Exchange, other than a member of the investigation
or hearing committee, a member of the PCC, a member of the Board or an employee of




the Exchange. The Panel hearing-or its chairmanbedy shall have_the power to compel
any mMember er-member's-employee-to attend, te-testify and/or te-produce evidence in
connection with the hearingall-books-and-recordsrelevant-to-the-subjeet-matterunder
nvestigation.

408.B. Pre-Hearing

1. Procedural and Evidentiary Matters

The Panel chairman may require a pre-hearing conference.

The Panel chairman shall have the authority to decide all procedural and evidentiary
matters and all motions, except those which seek to dismiss any or all of the charges.
The chairman’s decision shall be final.

Prior to the hearing, the respondent memberunderinvestigation-may examine all
evidence which is to be relied upon by the Bivisien-efMarket Regulation Department

during the hearing, or which is relevant to the charges._The respondent may obtain a
copy of all such evidence, and any copying costs shall be the sole responsibility of the
respondent. A respondent who seeks documents that are not in the possession of the
Market Regulation Department may request the documents from their custodian. The
Market Regulation Department is not required to produce or obtain any documents that
are not in its possession. Upon a showing of good cause, the respondent may petition the
Panel chairman to compel the production of documents by a custodian, provided that the
custodian is subject to the jurisdiction of the Exchange, the custodian has refused
voluntarily to provide the documents, and the documents are relevant to the charges. The
Market Regulation Department may object, in whole or in part, to any such petition.

The issuance of charges shall not restrict the Market Regulation Department from further
investigating the activity underlying the charges or investigating other potential violations
by the respondent.

2. Dispositive Motions

A motion seeking to dismiss any or all of the charges shall be in writing and submitted to
the BCC’s counsel at least 21 days in advance of the originally scheduled hearing date
and a copy shall also be provided to the Market Regulation Department. Upon receipt,
the Market Regulation Department shall have seven days to submit a written response to
the Legal Department, and shall provide a copy to the respondent. The motion shall be

- decided by the Panel. The Panel chairman shall determine whether the motion will result
in an oral hearing or be decided on the written filings. The decision of the Panel shall be
final.

3. Submission of Documents and Identification of Witnesses by Respondent




At least ten days in advance of the hearing, the respondent shall submit to the Market
Regulation Department copies of all documents and records upon which the respondent
plans to rely at the hearing, and provide a list of, and make available for inspection by the
Market Regulation Department, all books, records, names of witnesses and other tangible
evidence upon which the respondent plans to rely at the hearing. The Panel may refuse to
consider any books, records, documents or other tangible evidence which was not made
available to, or witnesses whose names were not submitted to, the Market Regulation
Department pursuant to this section.

4. Legal Arguments of Respondent

At least ten days in advance of the hearing, the respondent shall submit to the Market
Regulation Department all factual information and legal arguments upon which the
respondent intends to rely in defense of the charges at the hearing. The Panel may refuse
to consider any factual information or legal arguments not provided to the Market
Regulation Department pursuant to this section.

408.C. Settlement Offers

A respondent that is the subject of an investigation or charges may submit for
consideration by the Panel a written offer of settlement in disposition of such
investigation or charges. A respondent may submit a settlement offer without admitting
or denying the rule violations upon which the penalty is based: provided, however, that
an offer must include a consent to entry of findings by the Panel regarding the conduct
and rule violations at issue and to the penalty to be imposed.

If the Market Regulation Department does not oppose the respondent’s offer of
settlement, the respondent’s written offer of settlement and the Market Regulation
Department’s supporting statement shall be submitted to the Panel for consideration.

If the Market Regulation Department opposes the respondent’s offer of settlement, the
respondent’s written offer of settlement and the Market Regulation Department’s written
opposition shall be submitted to the Panel for consideration. In considering whether to
accept the respondent’s offer, the Panel shall examine the respondent’s written offer of
settlement, the Market Regulation Department’s written opposition, and the ev1dence
presented to the PCC with respect to such matter.

The respondent may withdraw his offer at any time prior to final acceptance of the offer
by the Panel. If the Panel accepts the offer, a written decision setting forth the Panel’s
findings and sanction shall be issued, and written notice of the decision shall be given to

the respondent.

If the Panel rejects the offer, the respondent will be notified of the rejection and the offer
will be deemed withdrawn. If an offer is withdrawn or rejected by the Panel, the
respondent shall not be deemed to have made any admissions by reason of the offer and
shall not otherwise be prejudiced by having submitted the offer.




The Panel chairman may decline to convene the Panel to consider a settlement offer.
Upon consent by the respondent, any hearing that follows a rejected settlement offer will
be heard by the same Panel.

In submitting a settlement offer, the respondent waives his right to a hearing and to
appeal the Panel’s decision if the offer is accepted; the respondent also waives any claim
of bias or prejudgment on the part of the Panel. If a respondent submits an offer within
14 days of a scheduled hearing on the charges, or after the hearing has begun, the offer
shall not stay the hearing unless otherwise determined by the Chairman of the Panel.

408.D. Hearings

The Division-ef-Market Regulation Department shall be a party to the hearing and shall
present evidence on the charges. The staffefthe-DivistonMarket Regulation Department
and the members of the Panel hearing-bedy-may aetively-question any witness and
examine all the evidence. The respondentmember shall be entitled to underinvestigation
may-appear personally, testify, produce evidence, call witnesses iron his own behalf and
may-cross-examine any witness. The Market Regulation Department bears the burden of
establishing the basis for a finding of guilt on any charge by a preponderance of the
evidence. Formal rules of ev1dence willshall not a _pube—appheable Iﬂ—%he—eveﬂt—that—a
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All testimony and documents produced in connection with a disciplinary hearing
conducted-pursuant-to-this-Chapter4 shall be deemed non-public and confidential and
shall not be revealed-or-otherwise-used;disclosed except in connection with diseiplinary
proceedings resulting from that hearing or as required by law. An audiotape orA other
substantially verbatim record of the hearing shall be made and become part of the record

a%he respondent has—requestsed a eepyef—&he—transcnpt the eest—shall be lely
responsible for the cost of producing the transcriptborne-by-him.

A majority vote of the Panel hearing-bedy-is required for a finding of guilt. A
memberrespondent that is found not guilty shall not again be charged with or tried for the
same underlying conducteffense. In the event of a finding of guilt, the Panel may request
additional information or argument from the parties as to the appropriate nature and
amount of a sanction prior to determining such sanction. In the absence of exceptional
circumstances, as determined by the Panel chairman, such argument shall proceed
immediately upon the conclusion of the evidence and determination of the committee.
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408.E. Decisions

In-all-cases;Promptly following a hearing, the respondent shall be issued -a written
decisionrepert of the Panel’s -findings, which shall include: the notice of charges (or a
summary thereof); the answer to the charges, if any (or a summary thereof); a brief
summary of the evidence produced at the hearing (or, where appropriate, incorporation
by reference ofte the investigation report); a statement of findings and conclusions with
respect toregarding each charge, including the specific rules which the respondent is
found to have violatienseds; a declaration of any penalty imposed penalties-and their-the
effective dates_of such penalty: and the availability, if any, of an appeal of the decision
within the Exchange or to the Commodity Futures Trading Commission.

SUMMARY PROCEEDINGS BEFORE THE PIT COMMITTEE AND THE PIT
SUPERVISION COMMITTEE

41509.A. Jurisdiction

A member of the Pit Committee,~or a member of the Pit Supervision Committee, or a
designated representative of the Bivision-ef Market Regulation Department shall have the
authority to issue charges against an individual with respect to trading infractions as set
forth in Rule 514. A member of the Pit Supervision Committee or a designated
representative of the Market Regulation Department shall additionally have the authority
to issue charges against an individual with respect to trading infractions listed in Rule
514.A.6.-9. that are of an egregious nature. A panel of Tthe Pit or Pit Supervision
Committee shall have authority to conduct summary proceedings with respect to-saeh
charges_ under Rule 514, except for charges pursuant to Rule 514.A.6.-9. that are of an
egregious nature which must be heard by a panel of the Pit Supervision Committee.

Charges against an individual shall be issued by filing the appropriate forms with the
Division-of Market Regulation Department and by giving a copy to the respondent.

41509.B. Selection of the Panel

For proceedings before the Pit Committee, a Pit Vice-Chairman ors-+-his-absenee; a Pit
Supervision Committee member-or;-in-his-absence;-a-Pit Supervision-Committee
Chairman;Co-Chairman shall select a panel consisting of three additional members of the
Pit Committee_or the Pit Supervision Committee, which may include other Co-Chairmen
of the Pit Supervision Committee. Fhe-RP#-Viee-Chairmen shall use-theirbest
effertsendeavor to rotate the members serving on the panels.




For proceedings before the Pit Supervision Committee, a Pit Supervision Committee
ChairmanCo-Chairman-er-a-Vice-Chairman-of the-Committee shall select a panel
consisting of three additional members of the Pit Supervision Committee, which may
include other Co-Chairmen of the committee. Fhe-PH-Supervision-Committee-Chairmen
or-one-of the Viee-Chairmen-of the- CommitteeChairmen shall use-their-best
effertsendeavor to rotate the members serving on the panels.

No panelistA-member may aetserve on the particulara panel if he or any person,-ef firm,
or broker association with which he is affiliated has a personal, financial, persenal-or
other direct interest in the matter under consideration.

41509.C. Conduct of Summary Proceedings

A summary proceeding before the Pit Committee or Pit Supervision Committee shall be

conducted ina fair and 1mpamal manner. Jey—thePH—\llee-GhaﬁmaﬂeHﬂ—lﬂs—absenee—a

A summary proceeding before the Pit Committee or Pit Supervision Committee shall take
place on the same day that charges are issued or as soon as pessiblepracticable thereafter.
The proceeding will not be recorded. The respondent shall be entitled to appear
personally and answer the charges issued. Respondents and witnesses may not be
represented by Ne-counsel will-be-permitted-at a summary proceeding.;-exeeptthat An
employee without membership privileges who is a respondent may be represented by a
smgle representatlve of his employer, who may not be an attomeytheempleyer—ef—a—neﬂ—

33 . A panel shall decide
by a majority vote whether the 1nd1v1dual 1s gullty of the violation or offense charged. If
the accused individual is found guilty, a panel may impose fines in accordance with
Exchange rulesRule-514._A witness that fails to appear at a summary proceeding after
being directed to do so by a Chairman of the panel or by staff may be charged with a
violation of Rule 432.L., a major offense.

If a panel of the Pit Committee, by a majority vote, shall-decides that the trading
infraction is of an egregious nature as described in Rule 514.A., it shall refer the matter to
the Pit Supervision Committee. If a panel of the Pit Committee, by a majority vote, shall
decide that the matter is of major importance or might warrant a penalty in excess of the
Pit Supervision Committee's authority, the chairman of the Pit Committee shall refer the
matter to the PCCrobable-Cause-Committee-or-the Board and shall inform the individual

of this referral in writing.

If a panel of the Pit Supervision Committee, by a majority vote, shall-decides that the
matter is of major importance or might warrant a penalty in excess of its own authority,
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the Chairman of the Committee shall refer the matter to the PCCrobable-Cause
Committee-or-Board and shall inform the individual of this referral in writing.

41509.D. Appeals

An individual found guilty of an offense who receives a fine greater than $1,000 may,
within 10 days of the decision, file a written appeal of the decision with the Division-of
Market Regulation Department. AThe written appeal that fails toshall specify the
grounds for the appeal and the spemﬁc error or 1mpropr1ety of the orlglnal decision_shall

made—tThe appeal shall be heard by a Panel of the BCCusmess—Geﬁéaet—Gemm-}ttee
(“BCC Panel”) whose decision shall be final. The appellant shall be entitled to be
represented by counsel, appear personally before the CommitteeBCC Panel and present
evidence that he may have in support of his appeal. The Business-Cenduet
CommitteeBCC Panel shall not set aside, modify or amend the appealed decision
appealed-frem-unless it determines, by majority vote, that the decision was:

1. aArbitrary, capricious, or an abuse of the committee’s discretion-in-the-impesition
of the-penalty; or

2. iln excess of the panel'scommittee’s authority;_or jurisdiction-ertimitations.;-or

ORIGINAL-HEARINGS BEFORE A HEARING PANEL OF THE BOARD OF
DIRECTORS

Whenever an-oeriginal hearing is scheduled to be held before a hearing panel of the Board

g“Panel”[ the Chalrman of the Board shall—detemme—whet»her—them&tter—shaﬂ—be—he}d

the-Board;-the-Chairman-shall appoint a director to serve as the Panel chairman, who
shall conduct the hearing, and twothree_ additional directors to serve on said-committeethe
Panel. In—a—drselphﬂafy—m&tter- oOne of these d1rectors shall be a non- memberfiifeetef




another-member-of the Beard—A majority decision by the Panclhearing-eommittee shall
be considered the action of the Board as a whole.

In a disciplinary matter, each Panel that conducts athe hearing or proceeding committee
shall consist of ineladedirectors that possess sufficiently differentdiverse-membership

interests so as to ensure fairmness in accordance with CFTC Regulation 1.64.-and-te

in-which-50% or more-of the-individuals-onth
commitiee-conduet-their primary-trading-aetivity:_The hearing shall be conducted in

accordance with the provisions of Rule 408.

No member of the Board may serve on athe particular hearing-bedyPanel if he
participated on the charging committee or has a personal,-ef financial or other direct
interest in the matter under consideration_or is a member of the same broker association
as the respondent.
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4171. APPEAL TO A HEARING PANEL OF THE BOARD OF DIRECTORS

The Managing Director of Regulatory Affairs may request an appeal to a hearing panel of
the Board (“Panel”) regarding any decision of or sanction imposed by the BCC by filing
a notice of appeal with the Exchange Legal Department within 10 business days after




receiving notice of such decision or sanction. Filing of a request for an appeal by the
Managing Director of Regulatory Affairs shall stay the decision appealed unless the
Chairman of the Board or the committee from which the appeal is taken specifically
directs that the decision is not stayed pending appeal.

A mMember-or-elearing-member found guilty of an offense or otherwise aggrieved by a
disciplinary decision of the Division-of Market RegulationBCC or CHRC, er-efany
committee;-other than-the-Arbitration-Committee;may, within 10 business days of notice
of any such decision, unless specifically prohibited, request an appeal to a Panel the
Beard:-provided;-hewever; that the-memberor-clearing-member maynot-appeala
decision assesses a monetary sanction greater thanef $10,000 and/or essa suspension of
any membership privileges for greater than five business days against the member. Filing

of a request for annetiee-ef appeal by a Member shall not staysuspend the decision
appealed-frem unless the Chairman of the Board, the Managing Director of Regulatory

Affairs, or the committee from which the appeal is taken specifically directs that the
decision be stayed.

Upon receiving the written request for an appeal, the Panel (in its sole discretion) shall
determine whether sufficient grounds exist to grant the appeal. The Panel’s
determination shall be based solely upon the written request and any written response by
the opposing party. The Panel’s determination of whether to grant or deny the request for
an appeal shall be final.

If the Panel grants the request for an appeal, the appeal shall be heard within 60 days of
the filing of the notice of appeal, unless the Chairman of the Panel determines that good
cause for an extension has been shown.

E*eept—fer—geed—eause—shewn—{'fhe appellate hearing shall be-strietly limited to the record
in the proceeding appealed from. The Chamnan of the Panel shall allow the filing of




No member of the Board of-Directors-shallmay serve on the-Beard-or-a partlcular Panel
hearing-committee-of the Beard-in-its-appellate-eapaeity; if he participated on the
charging committee, the hearing committee thatwhich originally heard the case or has a
personal,-er financial, or other direct interest in the-eutcome-of-the matter under
consideration or is a member of the same broker association as the respondent.

A-hearing-committeeThe Chairman of the Board shall appoint -eonsist-of threea directors
to serve as the Panel Chairman, who shall conduct the hearing, andappeinted-by-the
Chairman—In-a-disciphnary-matterone twoefthese- additional directors to serve on the
Panel. One of these directors shall be a non-member-direster. The appellant may request
the Chairman of the Board to strike eneany director-memberofthe-committee; for good
cause shown The Chairman of the Board may then excuse such d1rector and ~-which

then select an alternate d1rectorpameipant from the Board A Panel shall consist of
directors that possess sufﬁc1entlv diverse interests so as to ensure falrness A—meetmg

The Panel shall not set aside, modify or amend the appealed decision unless it

determines, by a majority vote, that the decision was:

A. Arbitrary, capricious, or an abuse of the committee’s discretion; or

B. In excess of the committee’s authority or jurisdiction,
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The respondentPanel shall be-issued a written decision which shall include a statement of
findings with respect to the decision from which the appeal was takeneach and the
Panel’s determination that such initial decision is affirmed, set aside, modified or
amended in whole or in part and, with respect to any initial decision that is not affirmed
in whole, the Panel’s-its determination of the order or penalty to be imposed, if any, and
the effective date. The decision of the Panel shall be deemed a decision of the Board and
shall be a final decision of the Exchange.

This rule shall not apply to appeals of Arbitration Committee decisions, which shall be
governed by the rules contained in Chapter 6.

SUMMARY ACTION

In cases of action taken against a Mmember er-clearing-memberpursuant to Rules
411-B-4128-5923,-940 or 941, the Mmember orelearing-member-affected shallwithin
twe-days; be notified in writinggiven-a-netice of thesuch action. The notice shall state:
the action taken; the reason for action; and the effective time, date and duration thereof.

The mMember erclearing-membermay, within two business days following receipt of
notice of action taken, request a hearing before a hearing panel of the Board (“Panel”).
The hearing shall be conducted within 60 days of such request, unless the Chairman of
the PanelBeard determines that good cause for an extension has been shown, in
accordance with the requirements of Rule 4098, but shall not stay any action taken
pursuant to Rules 4--B5442-B--923:-940 or 941.

Following the hearing, if any, the PanelBeard shall cause to be prepared a written
decision containing: a description of the summary action; the reasons for such action; a
summary of the evidence produced at the hearing; findings and conclusions; a
determination that the summary action should be affirmed, modified or reversed and the
reasons therefore; and the effective date and duration, if any, of subsequent or continuing
actions. The PanelBeard shall modify or reverse summary action taken against a
Mmember er-elearing-member-only if the BeardPanel determines that the action taken
was found to be 1) arbitrary, capricious or an abuse of discretion, 2) lacking any
reasonable basis in fact, or 3) taken in bad faith.




42213. SUMMARY ACCESS DENIAL ACTIONS

42213.A.General Authority to Deny Access

Members may be denied access to any or all Exchange markets or be denied access to the
GLOBEX platform or be immediately removed from the trading floors by the Managing
Director of Regulatory Affairs or his delegate upon a good faith determination that there
are substantial reasons to believe that such immediate action is necessary to protect the
best interests of the Exchange.




42213.B. Notice

themeetmg-Promptly after an act10n is taken pursuant to Rule 413 A., the Member shall

be informed of the action taken, the reasons for the action, and the effective date, time
and the duration of the action taken. The Member shall be advised of his right to a
hearing before a panel of the BCC (“Panel”) by filing notice of intent with the Market
Regulatron Department within 10 business days of the Notrce date. T—he—subsequent—ne&ee

e shall have the

rlght to be represented by legal counsel ora member of the Exchange other

representative;-other than a member of the BCC, a member of the PCC, a member of the

Board or an emplovee of the Exchange Lﬂpmﬁne&ee—rs—gaten—the—respendentm&y

days—eilthe-sammaﬁaeeess—dem&l—aenen—The Panel shall conduct a de novo heanng
solely on the issue of the denial ofAH hearingsfor-summary access dental-actionsshall-be
condueted-in accordance with the proceduresrequirements-ef in Rule 41008._Filing of a
notice of intent pursuant to Rule 413.B. shall not stay the Managing Director of

Regulatorv Affarrs deCISlon to deny access. —”Phe—Dmaeﬂ—em&rket—Regu-}aﬂeﬂ—and
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42415.

413.D. Duration of Access Denial

Any decision to deny access pursuant to Rule 413.A. or Rule 413.C. shall not remain in
effect for more than 60 consecutive days unless the Managing Director of Regulatory
Affairs or his delegate, upon further consideration of the circumstances that resulted in a
prior access denial action, provides written Notice to the Member advising that the
Member’s access will be denied for an additional period of time not to exceed 60
consecutive days. Such Notice shall comport with the provisions of Rule 413.B. At any
time, a Member may petition the BCC to reconsider the access denial based upon
materially changed circumstances.

INVESTIGATIONS BY OTHER SELF-REGULATORY ORGANIZATIONS

If a self-regulatory organization that is a party to an information sharing agreement with
the Exchange requests assistance in connection with an investigation, the Managing
Director of Regulatory AffalrsPresrden%er—the—Bearé may direct a mMember;-elearing
ember to submit to an examination
by the requestlng self-regulatory organlzatlon and to produce information pertinent to
that investigation. The request for assistance shall describe the investigation, explain
why Exchange assistance is necessary and descnbe the scope of assistance sought. An
order directing a mMember;-¢les membe employe : ear
member to submit to an examlnatlon shall be 1ssued unless the Managlng Director of
Regulatory Affairs President-or-the-Beoard-findsdetermines that such order would not be
contraryin-te the best 1nterests—or—we¥fafe of the Exchange An examlnatlon pursuant to
such order may-b m 3 p-h
Exehang&and—shall be conducted accordlng to Exchange rules——’llhe-examnatieﬂ and
shall be conducted on Exchange premises under the direction of Exchange staff. At the
discretion of the Managing Director of Regulatory Affairs, Rrepresentatives of the
requesting self-regulatory organization may observe and participate in the examination.
Failure to comply with an order issued under this Rule may constitute a major offense.

COOPERATION WITH OTHER EXCHANGES AND CLEARING
ORGANIZATIONS



The Chief Executive Officer or the President, or theirhis delegates, isare authorized to
provide information to an exchange or clearing organization that is a party to an
information sharing agreement with the Exchange, in accordance with the terms and
conditions of such agreement.

425 |[RESERVED}

42616. AVOIDING-CONFLICTS OF INTERESTIN-MATFERS INVOLVINGA-NAMED
PARTYININTEREST

42616.A.  Definitions

426.B.-Determination- Whether-____Abstention Requiredments

A member of a Gcommittee, Board hearing panel or appeal panel must abstain from

participating in such-Committee's-deliberations-and voting on-any matterinvelvinga
"Named Party-in-Interest” where such member:

1. Is a witness, potential witness, or a partyNamed Party-inInterest;

2. Is an employer, employee, or co-workerfellew-employee of a witness, potential
witness, or a partyNamed Party-in-Interest;

3. Is associated with a witness, potential witness, or a partyNamedParty-in-Interest

through a “broker association® as defined in CEFCRegulation1+56-1Exchange
rules;

4. Has any ethersignificant;-engeing personal or business relationship with a
witness, potential witness, or a partyNamed-Party-in-Interest, not including
relationships limited to (a) executing futures or options transactions opposite-ef
each other, or (b) teclearing futures or option transactions through the same
clearing member; or

5. Has a fam111a1 relatlonshm}Hel-a%ed to a witness, potentlal witness, Or a




42616.CB. Disclosure of Relationship

1. Prior to the consideration of any matter involving a subjectNamed Party-in
Interest, each member of a charging, adjudicating, or appeal Ccommittee must
disclose to the appropriate Exchange staff whether he or she has one of the
relationships listed in SeetienBRule 416.A. above with thea subjectNamed Party
in-Interest. Failure to make such disclosure may be a major offense.

2. In its sole discretion, Exchange staff shallwill-independently determine whether
any member of the Gcommlttee 1s requlred to abstam in any matter-invelvinga

417. PROHIBITED COMMUNICATIONS

417.A. Ex Parte Communications

Unless on notice and opportunity for all parties to participate:

1. No subject or respondent (or any counsel to or representative of a subject or
respondent) or the Market Regulation Department (or any counsel to or
representative of the Market Regulation Department) shall knowingly make or
cause to be made an ex parte communication relevant to the merits (which shall
not include scheduling and procedural matters) of an investigation or a proceeding
to a panelist of a charging, adjudicatory, or appeal committee with respect to that
matter or proceeding.




2. No panelist of a charging, adjudicating, or appeal committee that is participating
in a decision with respect to an investigation or a proceeding shall knowingly
make or cause to be made to a subject or respondent (or any counsel to or
representative of a subject or respondent) or the Market Regulation Department
(or any counsel to or representative of the Market Regulation Department) an ex
parte communication relevant to the merits (which shall not include scheduling
and procedural matters) of that matter or proceeding.

417.B. Communications with Panelists

No member shall attempt to influence disciplinary matters pending before a charging,
adjudicatory, or appeal committee by discussing. or attempting to discuss, such pending
matters with a member of such committee or any member of the Board.

417.C. Disclosure

Any person who receives, makes or learns of any communication which is prohibited by
this rule shall promptly give notice of such communication and any response thereto to
the Market Regulation Department and all parties to the proceeding to which the
communication relates.

417.D. Violation

A violation of this rule may constitute a major offense. A person shall be deemed not to
violate this rule if the person refuses an attempted communication concerning the merits
of an investigation or proceeding as soon as it becomes apparent that the communication
concerns the merits.

Next Rule 430)

[Rules 418-430 Reserved]

427429 [RESERVED}
OEEENSES-AND-PENALTIES
4301. MAJOR AND MINOR OFFENSES AND PENALTIES

Offenses against the Exchange shall be classified as major offenses and minor offenses.

Major offenses shall be punishable by expulsion, suspension, denial of access to
Exchange products or facilities, and/or a fine of not more than $1,000,000 plus the
monetary value of any benefit received as a result of the violationve-actien;-or by

expulsion-or-suspension-and-afine.
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Minor offenses shall be punishable by suspension, denial of access to Exchange products

or facilities, and/or a fine of not more than $5100,000 plus the monetary value of any

beneﬁt recelved asa result of the v1olat10nve—ae&en —ef—suspeﬂs*eﬂ—fef—net—mefe—thaa—eﬂe

MAJOR OFFENSES

It shall be a major offense:

Aa,

to behave an interested in, operate or knowingly act on behalf of a bucket-
shop.represent or knowingly make any transaction with a bucket-shop;

to be-guilty-efengage in fraud or any-aet-of bad faith;

to be-gutty-efanyengage in dishonest conduct;

to makecreate or report a false or fictitious trade;

to extort or attempt extortion;

to buy or sell any commedity-intending-to-makeExchange futures or options

contract with the intent to default on such purchase or sale;

to act as both buyer and seller in the same transaction;

eemer—%he—mafketengage in, or attempt to engage in, the manmulatlon of prices on
Exchange futures or options contracts or cornering or squeezing the underlying
cash market;

to make a verbal or written material misstatement to the Board,-exte a committee,

or Exchange employeesen-any-information-supplied-to-the- Exchange-or-its
officials;

to knowingly disseminate false, misleading or inaccurate reeerdsinformation
concerning crop or market information or conditions that affect or teard-temay
affect the price of any Exchange futures or options contract or spot transaction in

the underlying commodity-upen-the-Exchange;




=

LL

to trade or accept performance bonds after insolvency;

1. ————to fail to appear before the Board, Exchange staff or any

investigative and hearing committee at a duly convened investigative
hearing or in connection with any investigation;

2. -to fail to fully answer all questions and produce all books and records at
such hearing or investigation, or to testify falsely;

3. -to fail to produce any books or records requested by Exchange staff in
connection with an investigation within 30 days after such request is made

or to fail to appear ata scheduled staff 1nterv1ew—wh+eh—shal-l—be—tape

to use or disclose, for any purpose other than the performance of an individual's
official duties as a member of any committee or the Board of Directors,
matertalany non-public information obtained by reason of participating in any
Board of Directors or committee meeting or -hearing;

to knowingly accept, directly or indirectly, a trade on the Exchange for the
account of a non-member employed on the floor of the Exchange;

for a mMember or-¢elearing-member-to permit the use of its facilities or
membership privileges-by-a-member-ornenmember in a manner that is

substantlallv detnmental to the interest or welfare of the Exchange*mpaﬁs—the

s*tu&t—;eﬂ—demmeﬂtalte#}e—E*eh&nge or results ina v1olat10n of Exchange Rules—
or the Commodity Exchange Act-er-effectaates-maniptlations-or-€corners-or
attempts-at-either;-orto-itself do-any-of the foregoing;

for a Celearing Mmember to fail to maintain minimum financial requirements;

to commit an act which is substantially detrimental to the interest or welfare of the
Exchange;

to refuse to submit to the arbitration of any dlspute which Exchange staff an
arbitration panel or the Board decides should be arbitrated pursuant to Rules 600
or 601; or to refuse to comply with a final arbitration award;

to refuse, after hearing, to comply with an order of the Board, Exchange staff or
any hearing committee;

to violate a rule which eitesstates that such violation asmay be a major offense;
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except where a power of attorney or similar document has been executed pursuant
to Rule 956, for a member or commodity representative to accept or transmit a
customer order which has not been specifically authorized, i.e., the customer has
not specified commodity, contract month, quantity, time and price;

to be expelled from a U.S. or foreign designated commodities or securities
exchange;

Reservedifor a Member to fail to diligently supervise its employees and agents in
the conduct of their business relating to the Exchange;

for a Member to aid or abet the commission of any major offense:

to improperly utilizeuse the GLOBEX platform or permit the unauthorized use of

the GLOBEX platform; and/or

for a mMember to fail to disclose to his qualifying Celearing Mmember that an
involuntary bankruptcy petition has been filed against him or, in the case of a
voluntary bankruptcy proceeding, that he has filed or has formed a definite
intention to file for bankruptcy.

MINOR OFFENSES

It shall be a minor offense:

Aa.
Bb.

Ce.

Ee.

to beguiltyofengage in dishonorable conduct;

to be-guilty-efengage in uncommercial conduct;

to be-guilty-efengage in any conduct which has-a-manifesttendseney to impair the
dignity or the-good name of the Exchange;

to interpeseassert a Statute of Frauds defense to any claim for breach of an
Eexchange contract;

to-make-afalse-entry upon-a-clearing sheet:

£——to violate any rule, the violation of which is not a major offense;-and

Fge.

Gh.

to circulate or aidassist in the circulation in any manner of rumors which tend to
adversely reflect on the integrity of any contract; and/or

for a mMember to utilizeuse any device (whether fixed or moveable) or make any
physical alterations on the trading floor that would ehangealter the existing
trading floor elevations, without prior approval from the Exchange.
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43s.

436.

437.

EFFECT OF MAJOR OR MINOR RULE VIOLATION

A mMember found guilty of a major or minor rule violation shall be subject to the
prohibitions on committee service set forth in Rule 300.

EFFECT OF SUSPENSION OR EXPULSION

The effects of a suspension or expulsion from membership shall apply to all divisions in
which the suspended or expelled person is a member.

Unless otherwise determined by the committee with jurisdiction over such matters, Aa
suspended or expelled mMember shall may-not be entitled tohave any of the privileges of
a-membership during the timeperiod of suchhis suspension_or expulsion, including, but
not limited to, the right to:

impese—A—suspeﬂéed—memberhaHﬂePbeﬂHewed—te%sﬁaccess the Exchange
floor_or the GLOBEX platform;

Lioiblof
C. cross-exchange trading privileges; and

D. -lease out an owned membershmeHeaet—m—the—eap&eﬁye#a—GL@BE—X—{emmaI

OPEN TRADES OF SUSPENDED OR EXPELLED CLEARING MEMBERS

When a Celearing Mmember is suspended or expelled fora—violation-ef these-rules;-other
than for insolvency or default on his obligation to the Clearing House, it may designate a
mMember to close out hisits open trades in accordance with the Board's direction.

NOTICE OF DISCIPLINE

Written notice, in accordance with Section 8c.(3a)(B2) of the Commodity Exchange Act,
shall be provided to the CFTC and to any mMember who is suspended, expelled,
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disciplined or denied access to the Exchange within 30 days after the decision becomes
final. Additionally, a written notice shall be posted on the floor of the Exchange for five
busmess days asrseeﬁ—aspromptly after the dlsmplmary action becomes effectlve—ef

aﬂé The notice shall include the mMember S name —Eege%hef—wﬁh the rule(_) v1olated the
reason for the Exchange's action, and the action taken or penalty imposed.

SUSPENSION OR EXPULSION VACATES OFFICEPOSITION

Any effieer-director or member of any committee of the Exchange, when suspended or
expelled from membership, shall be disqualified from further service as a director or

committee membereonsidered-automatically removedfrom-office-or position.

44039. MEMBER'S INDEMNIFICATION LIABILITY TO THE EXCHANGE

4410.

A Member or former Member shall indemnify and hold harmless the Exchange and its
officers, directors, employees, and agents, for any and all losses, damages, costs and
expenses (including attorneys’ fees) incurred by the Exchange as a result (directly or
indirectly) of such Member’s violation or alleged violation of Exchange rules or state or
federal law.

Any charges arising out of this rule shall be subject to liens as provided in Rule 110(a).

COMPLEAINTCLAIMS BY MEMBERS
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A mMember who commences a legal action reserts-te-the-courts-orany-otherdepartment

or-agency-of govermment-for the purposes of resolving or airing a grievance, complaint or
dispute against or with the Exchange, its directors, officers, employees, or agents.its

offieials or another mMember of the Exchange without first resorting to and exhausting
the procedures established by Rules 110 and 600 (including appeals to the Board), or any
other rules relating to settlement of disputes arising out of transactions or matters

pertamlng to the Gh}eageMefeaﬂ{ﬂe—Exchange—In& shall be deemed to have engaged—m

and—m—é*ree{—welaﬂe&ef%s—m%ewolated Exchange Rule 432 O a major offense
Arbitration pursuant to Chapter 6 is mandatory. This rule shall not abrogate an
individual's right to reparations pursuant to Section 14 of the Commodity Exchange Act.

A mMember who commences a legal actionreserts-te-the-courtsfor-satisfaction against
the Exchange, its directors, officers, employees, or agents-erits-offieials, after he has
exhausted all of the procedures established by the Exchange, may be found in violation of
Rule 432.Q. thisrule-in the event the Board or BCCunanimeusly determines that the
mMember's publie-action was not uameritorious or ypwarranted.

ADVERHSING-GUIDELINES ANB-PROCEDURESCOMMUNICATIONS
WITH THE PUBLIC AND PROMOTIONAL MATERIAL

Promotional material and Advertising-marketletters-and-similar information issued by
Exchange-mMembers-and-clearing-members shall comply with the requirements of
Nat10na1 Futures Association Rule 2- 29 as amended—ebsewe—tfu%h—aﬂd—geed—tas%e-m»erdef

O > ’
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NOTIFICATION OF SIGNIFICANT EVENTS

Each Member shall immediately notify the Managing Director of Regulatory Affairs in

writing upon becoming aware of any of the following events relating to such Member:

1. any suspension. expulsion, revocation or restriction of such Member’s trading

privileges or any fine in excess of $25,000, through an adverse determination,
voluntary settlement or otherwise, by any court, commodity or securities
exchange or related clearing organization, the Securities and Exchange
Commission, the Commodity Futures Trading Commission or the securities
commission or equivalent authority of any state, territory, the District of
Columbia or foreign country, the National Futures Association, the National
Association of Securities Dealers, Inc., or any self-regulatory or regulatory
organization; and/or

2. any indictment of the Member or any of its officers for, any conviction of the

Member or any of its officers of, any confession of guilt or plea of guilty or nolo
contendere by the Member or any of its officers to 1) any felony or 2) any
misdemeanor involving, arising from, or related to the purchase or sale of any
commodity, security, futures contract, option or other financial instrument or
involving or arising from fraud or moral turpitude.

Nothing in this rule shall limit or negate any other reporting obligations that any member

443.

may have to the Exchange or any other regulator or person. Violation of this rule may be
a major offense.

SPECULATIVE AND HEDGE POSITION LIMIT VIOLATIONS

Ht-is-the-duty-oftThe BCCusiness-Conduet-Commmittee shall have the authority to enforce
the speculative position limit rules of the Exchange. For purposes of this rule, positions
in excess of any allowed by a valid hedge approval shall be deemed speculative position
limit violations._Additionally, any person making a bid or offer that would, if accepted,
cause such person to exceed the applicable position limits shall be in violation of this
rule.

aﬂd—G—Fallure to reduce any posmons 1nclud1ng posmons descrlbed in Rule

443 Paragraph-C., as instructed by the Pi#vision-of Market Regulation Department, shall
result in the imposition of fines in accordance with the automatic fine schedule in
ParagraphRule 443.-E. A customer who exceeds the speculative position limits as a

result of maintainsing-a positions at more than one clearing member and-exceeds-the
speeulative-position-himitshall-will be deemed to have waived confidentiality regarding
his posmon- and the dentlgg of the clearmg members at which they are mamtamed




Sanctions issued pursuant to this ruleAny-erderorfine may be appealed by-the-clearing
membermemberor-AP-to the BCCusiness-Conduect-Committee which may modify or

overturn the erder-or-finesanction for good cause shown.

443.A. First-Oeceurrenee- Violation

The first ecenrrenee-violation of a speculative position limit vielatien-will result in a
warning letter to be issued by the Division-of Market Regulation Department to each of
the customers, assomated persons, tbe—eemmedﬁy—fepfesemaaveand %h&clearmg ﬁrms

mvolved

*ssaed—a-—warm&g—letter—Although such act1v1ty shall be con51dered a rule v1olat10n

notice of suchA rule violation will not be recerded-posted for the first occurrence of a
speculative position limit violation; however, a record of the incident will be maintained.

443.B.First- Subsequent Violations Following a Warning Letter

Fhe-first A subsequent speculative position limit violation within 12 months of the
feeefptlssuance of a warning letter shall constitute a rule violation which may result in the

issuance of which-shall-subjeet-the-vielaterto-a cease and desist order by the Market

Regulation Department to the associated persons and clearing members involved, be

issueé—by—&}e—Dwme&eflMafket—Regulatieﬂwhwh shall be posted —'Phe—reeefd—ef—aﬂy

If a customer;-trading-at-more-than-one-clearing member; exceeds the speculative position

limits after having received a warning letter for a previous violation of this rule, the
customer will be issued a second warning letter, with copies sent to the appropriate
clearing-membersparties, stating that a third violation will result in a hearing to consider

denylal of access to the market —Irn—addmeﬂ—theelearmg—membefs—aﬂd—asseemteé-pefseas

443.C. Referral to the Business Conduct Committee

Notwithstanding anything to the contrary, Fthe BCCusiness-Conduet-Committee may
take other actions or impose additional penalties in the following cases:




1. Where the violation occurs in the spot month;

2. Where the violation involves a position which is more than 150 percent of the
speculative or approved hedge position limit;

3. Where the violation is the third offense within any 12-month period; or

4. Where the Pivision-ef-Market Regulation Department deems the violation to
constitute-asevere-abuse-of Exchange-rulesbe of an egregious nature.

443.D. Alternate Risk Factor Evaluation

If, at the elose-efpit-tradingend of the business day, a position exceeds speculative limits
when evaluated using the previous day's IOM risk factors, but does not exceed
speculative limits when evaluated using the IOM risk factors as of that day's close of
trading, then the position shall not be deemed to violate speculative limits.

443.E. Automatic Fine Schedule for Failure to Reduce Positions
ASSESSED
SITUATION FINE AGAINST

1. Member account $100/contract/day =~ Member
over speculative until position is
position limits at reduced.
one clearing
member. $500/day until Clearing

position is member
. reduced.

2. Associated $100/contract/day  Associated
person until position is person
account over reduced.
speculative
position limits $500/day
at one clearing until position Clearing
member. is reduced. member

3. Customer $250/day until Associated
account over position is person
speculative reduced.
position limits
at one clearing $100/contract/day ~ Clearing
member. until position member

is reduced or
$500/day until



position is reduced,
whichever is greater.

4, House account $100/contract/day ~ Clearing
over speculative until position member
position limits at is reduced.
one clearing
member.

5. Customer $100/contract/day Clearing
account over until position is member(s)
speculative reduced or (pro-rata
limits and $500/day until among clearing
positions at mere____ position is members).
more than one reduced, whichever
clearing member. is greater.

444.—446{RESERVED]

(End Chapter 4)

INTERPRETATIONS & SPECIAL NOTICES
RELATING TO CHAPTER 4













GEM MEMBER REQUIREMENTS

A GEM member, while on the trading floor as a GEM member, must be primarily engaged in the
business of trading or soliciting orders for GEM Division products. Shortly after the GEM
Division was created, the GEM Access Committee adopted an interpretation allowing a GEM
member to act as a non-member clerk in non-GEM products on the trading floor, while also
acting as a GEM member with respect to GEM products, provided that the following restrictions
are met:

. The GEM member must be registered with the Exchange as a floor clerk in order to act in
that capacity.
. Such member cannot exceed the functions permitted to a non-member floor clerk with

respect to non-GEM products—i.e., he or she cannot solicit customers in such products
and cannot share in any revenues generated as a result of trades in such products.

. A GEM member who also acts as a clerk will not satisfy the one-year holding period to
become an order filler as a lessee in another Division pursuant to Rule 106.D.10. unless



he or she can demonstrate that he or she was primarily engaged in active trading or order
filling in GEM Division products during that time.

Starting from September 11, 1998 [the effective date of the Interpretation], an individual may
have floor access as both a GEM member and as a non-member clerk in non-GEM products for
no longer than one year. After one year, the individual must relinquish either his or her floor
access as a GEM member or his or her ability to act as a clerk on the trading floor. Exchange
staff may grant waivers of that requirement to individuals upon a showing of financial hardship
or upon a showing that the individual has made a good faith effort to increase his or her trading
or solicitation of GEM products while on the trading floor.



DEFINITIONS
[Definitions of ACT through CORPORATION unchanged.]

DISCIPLINARY OFFENSE

Any offense as set forth in Rule 300.C.

[Definitions of ELECTRONIC DEVICE through NON-FCM unchanged.]
NOTICE

Except as otherwise specifically provided, a notice in writing personally served upon the
person to be notified, or left at his usual place of business during business hours, or
mailed by certified or registered mail or by overnight delivery to his place of business or
residence.

[Definitions of NOTICE TO MEMBERS through ORDERS unchanged.]
PANEL
A subcommiittee selected in accordance with committee procedure to adjudicate or make

a particular determination. A decision of a panel shall be deemed a decision of the
committee. :

PANELIST

An individual appointed to an Exchange committee who 1is entitled to participate in a

decision on any matter under consideration by the committee or panel thereof.

[Definitions of PARTNER OF CLEARINGHOUSE through End of Definitions
unchanged.]



106.

RELATED RULES

TRANSFERS, SECURITY TRANSACTIONS, AND AUTHORIZATIONS
TO TRANSFER OR SELL

[No change until Rule 106.K.]
106.K. Transfer to a Trust
[The first two paragraphs are unchanged.]

The grantor's liability to the Exchange under Rule 44039 shall continue with
respect to any claim arising out of an act or omission occurring prior to such
transfer, and the membership and associated Class B Share will continue to be
treated as the asset of the grantor for the purposes of Rule 44039 and for
otherwise meeting any obligations to the Exchange arising out of the grantor's use
of the membership prior to the transfer to the trust, including fines imposed with
respect to conduct occurring prior to the transfer.

[The remainder of Rule 106.K. and Rule 106.L. are unchanged.]
106.M. Transfer to Joint Tenants With Right of Survivorship
[The first two paragraphs are unchanged.]

Whether or not the transferor is the designee, the transferor's liability to the
Exchange under Rule 44039 shall continue with respect to any claim arising out
of an act or omission occurring prior to a transfer under this rule, and the
membership and associated Class B Share will continue to be treated as an asset
of the transferor for the purposes of Rule 44039 and for otherwise meeting any
obligations to the Exchange arising out of the transferor's use of the membership
prior to such transfer, including fines imposed with respect to conduct occurring
prior to the transfer.

[The remainder of Rule 106.M., Rule 106.N., and Rule 106.0. are unchanged.]
106.P. Transfer to a Family Limited Partnership
[The first two paragraphs are unchanged.]

Assignment of a membership and associated Class B Share pursuant to this rule
shall not relieve the transferor of any liability to the Exchange under Rule 44039
with respect to any claim arising out of an act or omission occurring prior to such
transfer, and the membership and associated Class B Share will continue to be
treated as the asset of the transferor for the purposes of Rule 440839 and for
otherwise meeting any obligations to the Exchange arising out of the transferor’s
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use of the membership prior to the transfer to the FLP, including fines imposed
with respect to conduct occurring prior to the transfer.

[The remainder of the rule is unchanged.]
CLAIMS AGAINST MEMBER, APPLICATION OF PROCEEDS
[The first four paragraphs are unchanged.]

Except as provided in Rule 913, the President shall make a distribution of such
proceeds within 30 days after receiving notification and confirmation of the sale
of the membership, unless claims to the proceeds are not resolved within that
period. If, however, at such time an Exchange disciplinary proceeding is pending
against the seller or, based upon a pending investigation, is highly probable, or if
a legal proceeding, in respect to which the indemnification provisions of Rule
440639 would operate, is pending, has been announced or is highly probable, then
the President shall retain so much of the proceeds as he judges will be required to
satisfy such obligations until such time as the pending matter is concluded.

[The remainder of the rule is unchanged.]
CONDUCT, APPAREL AND BADGES
[No change until Rule 513.B.]

513.B. Authority to Deny Access

Members and their employees may be denied access to or be immediately
removed from the trading floors on Exchange premises by Exchange staff upon a
reasonable belief that such immediate action is necessary to protect the best
interest of the Exchange, subject to a prompt hearing before the Business Conduct
Committee. If, after hearing, the Business Conduct Committee determines that a
member or an employee of a member should be denied access to the trading floor,
such member or employee may appeal the decision to the Board pursuant to the
procedures set forth in Rule 4171.

[The remainder of the rule is unchanged.]

STRIKES, EMERGENCIES, ACTS OF GOVERNMENT AND ACTS OF
GOD

[The first paragraph is unchanged.]

The procedural requirements detailed in Rule 413-B02.C. shall be followed in the
implementation of this rule.
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EMERGENCIES, ACTS OF GOD, ACTS OF GOVYERNMENT
[The first paragraph is unchanged. ]

The procedural requirements detailed in Rule 443-B02.C. shall be followed in the
implementation of this rule.

EMERGENCY FINANCIAL CONDITIONS

In the event, after investigation, the President determines that the financial
condition of a clearing member is such that to allow that clearing member to
continue its operation would jeopardize the integrity of the Exchange, he may
empanel the President, Chairman of the Board, the Chairman of the Clearing
House Risk Committee and the Managing Director and President of the Clearing
House. Such panel shall be duly authorized and, upon a unanimous vote of the
committee, be empowered to order (a) an immediate position limitation, (b) an
immediate suspension of the clearing member, (c) that all open trades of said
clearing member be for liquidation only, (d) the liquidation or transfer of all or a
portion of the open position of the clearing member, or (e) additional performance
bond to be deposited with the Clearing House. The clearing member affected by
action taken shall be notified and may request a hearing before the Board as
provided in Rule 417]1. In the event of suspension, the President shall within five
days of suspension, set the matter for hearing before the Board for final
determination.

SUSPENSION OF CLEARING MEMBERS
[The first two paragraphs are unchanged. ]

A clearing member may be suspended by the Board if it fails to meet the capital
requirements of the Exchange or the Commodity Futures Trading Commission or
if its financial condition is such that its continued operation would jeopardize the
integrity of the Exchange. Members and clearing members suspended in
accordance with this rule shall be notified and may request a hearing before the
Board as provided in Rule 4171.

SUSPENSION OF OFFICERS OR PARTNERS

Whenever an officer, owner or partner of a clearing member is suspended or
expelled, the respective clearing member, may be suspended or expelled for a like
term. Members and clearing members affected by this rule shall be notified and
may request a hearing before the Board as provided in Rule 4171.



